Though often joined for ideological reasons, hate groups provide services for their members that may substitute for government services. Therefore, increases in the quality or quantity of government-provided substitutes may lower the marginal bene…t of participating in an active hate group. Conversely, government supplied services may sustain active hate groups by o¤setting the reduced labor market opportunities associated with signaling membership. Fixed e¤ect logistic panel estimation results suggest that lowering the poverty rate reduces hate group activity. However, using welfare as a means to ease the plight of those less fortunate is associated with an increase in hate group activity.
INTRODUCTION
The Southern Poverty Law Center (SPLC), an authority on hate group activity, declared that the number of active hate group chapters in the United States increased from 474 in 1997 to 888 in 2007. 1 Some types of hate groups have experienced a decline in the number of active chapters, while others have experienced an increase. Figure 1 depicts the slow and steady increase in the total number of active Ku Klux Klan, neo-Nazi, and Racist Skinhead chapters and Christian Identity Churches across the United States. Although previous studies have focused on economic conditions, demographics, and history as reasons for hate group activity, few have addressed the possible link between government provided services and the choice to form or join a hate group. Hate groups share many characteristics with social clubs. Members must sacri…ce private consumption to be eligible for goods and services produced by the club. While it is clear that those seeking to join such groups often do so for ideological reasons, hate group membership provides services that may substitute for various government services. Therefore, increases in the quality or quantity of government-provided services may lower the marginal bene…t of participating in an active hate group. However, government supplied goods and services may also serve to sustain and encourage hate group activity by reducing the negative wage e¤ect of signaling membership. This paper seeks to determine if changes in local government policy are associated with changes in the presence of hate group activity.
Using county-level panel data from the United States for 2002 and 2007 and controlling for unobserved county-level time-invariant heterogeneity, I show that active hate groups are more likely to be present when the percent of households below the poverty line increases. Attempting to reduce the impact of poverty through welfare payments does not, however, appear to reduce the likelihood a hate group is present. In fact, it appears to increases it.
Part 2 discusses past research on the general dynamics of group formation and on hate groups and hate crime. Part 3 discusses possible reasons why individuals join hate groups. Part 4 presents general facts about the number of hate groups across the counties of the United States. Part 5 discusses the …xed e¤ects logistic estimation methodology in more detail. The estimation results are introduced and discussed in Part 6. Conclusions and possible extensions are presented in Part 7.
PAST RESEARCH
In the 1940s, psychologists and sociologists sought and found links between macroeconomic conditions, such as the price of cotton and the unemployment rate, and the number of lynchings in the south [Hovland and Sears, 1940] . 3 Recently, sociologists have reexamined these data using robust statistical techniques and extending the time frame to …nd no relationship between economic conditions and the number of racially motivated lynchings [Green, Glaser, and Rich, 1998 ]. Searching for the sources of racial and ethic prejudices, sociologists have found a link between demographics and demographic change and racial harassment [Green, Strolovitch, and Wong, 1998 ].
Economists initially entered this arena by analyzing why certain goods are provided through clubs instead of private markets [Buchanan, 1965; Cornes and Sandler, 1986] . The results of these inquiries generated rational choice models of group formation. As research evolved, economists began to incorporate the impact that social setting or interactions can have on individual decisions. Iannaccone [1992] and Berman [2000; 2003] demonstrate why rational, utility-maximizing individuals voluntarily sacri…ce to join religious organizations, fraternities and sororities, communes, and political parties.
Religious prohibitions discussed in Iannaccone [1992] come in many forms: Christian Scientists refuse medical care; Jehovah Witnesses do not celebrate birthdays or vote; and Orthodox-Jewish males do not shake women's hands. Membership prohibitions also occur in various non-religious groups, including hate groups: skinheads, by de…nition, have shaved heads; during sorority rush members are not allowed talk with incoming freshmen; and in the gang world the rival Crips and Bloods gangs do not use the …rst letter in the other group's name, so Crips will not speak the letter "B"; Bloods will not use the letter "C" and will replace it with a "B". 4 The participation in such prohibitions reveals to other members that the individual is committed to the organization, and as such, grants an active member certain privileges and bene…ts. Joining reveals that these bene…ts of membership are greater than the cost associated with signaling commitment to the group.
Looking at hate groups directly, Je¤erson and Pryor [1999] use SPLC data for 1997 to analyze whether economic or sociological conditions can explain the existence of a hate group in a county. Because these data measure the number of groups, and not the number of members, they consider factors that might in ‡uence the level of intolerance in a county. Relying on cross-sectional variation, they proxy the in ‡uence of history and geography, government interference, frustration, status anxiety, and social disintegration on whether a hate group is present in a county. Using a dichotomous dependent variable, they classify counties as either having or not having a hate group present as a sign of intolerance. Their results suggest that counties that are part of an MSA and within a state that was once a member of the Confederate States of America are more likely to be home to an active hate group. They conclude that economic and sociological explanations "are far less important than adventitious circumstances due to history and particular condition." This …-nal conclusion gives communities little in the way of suggestions on how local governments might alter policy to reduce hate group activity.
Je¤erson and Pryor's logistic estimates report "coe¢ cients [that] are statistically signi…cant, but with the 'wrong'sign." For instance, they …nd that a one standard deviation increase in the local property tax per capita in 1987 lowers the probability a hate group is present in 1997 by 3.5 percent. Thus their results suggest that, in the cross-section, a county with higher property taxes per capita is associated with fewer hate groups. This 'wrong'property tax result suggests three possibilities a) that the relationship is spurious, or b) that local communities with greater tolerance also have higher property taxes, or c) that local communities with higher property taxes also fund programs that improve the level of tolerance or at least reduce the bene…t of hate group activity. More importantly this raises the possibility that local communities may not be hamstrung by historical condition. Policymakers may be able to alter the level of hate group activity within their local communities by altering their local …scal policy.
POSSIBLE REASONS FOR HATE GROUP FORMA-TION
Often cited reasons for hate group formation include peer validation, frustration, scapegoating, and boredom. Groups form when a small number of like-minded individuals believe they have been wronged in a similar manner and are searching for ways to right perceived wrongs. Group formation provides its members with a sense of belonging, security, and empowerment.
One hypothesis put forth by McDevitt and J. Levin [1993] is that the impetus for organizing is often based on turf issues. Much like Green, Strolovitch, and Wong [1998] , McDevitt uses Boston data and observes that many hate crimes involved violence directed at dissimilar others moving into a previously segregated area. Changes in demographics may be an important component of hate group formation, however, this conclusion again leaves local governments little guidance on how they might craft policy to reduce such con ‡icts.
Individuals commonly cite the thrill associated with the victimization [Levin, 1993] . By forming a group, these individuals validate themselves by "committing an act that enhances one's image internally, with a peer group, and with society at large" [Levin, 1993] . In this sense, hate groups are much like gangs. In his work on gangs, Klein [1995] summarizes the psychological factors in his statement that "the gang is seen as an aggregate of individuals held together more by their own shared incapacities than by mutual goals. Primarily, group identi…cation is important as it serves individual needs; it leads to delinquent group activity only secondarily and only in the absence of pro-social alternatives."
Though often established for ideological reasons, membership may also serve as a social safety net. The bene…t of this security network is threefold: protection from violence imposed by other groups; transfers of resources in time of need; and a source of employment for those with limited skills. A hate group that is able to insure its members safety and …nancial security, or at least provide …nancial support through unemployment spells, will have more active members willing to sacri…ce in order to stay on good terms with their fellow members. If a member faces …nancial di¢ culty, he or she may …rst turn to their fellow members for assistance before seeking local government assistance. However, if the bene…ts provided by the local government agencies are large enough, or if law enforcement is able to maintain a high level of safety, or the local government's development e¤orts increase the number of job opportunities, then even those individuals who may consider joining a hate group in response to a feeling of being wronged, may …nd alternative ways to overcome their challenges.
For example, schooling is both a function of quality and content. Parents who disagree with much of the public school content may not remove their child if they believe the overall quality is su¢ ciently high. However, as public school quality declines, the net bene…t of removing their child increases. 5 This is especially true for parents who believe the content is inappropriate. Thus, these families do not interact with those who hold di¤ering views and these biased views of the parents are more likely to be maintained and passed on. Disagreeing with many public school teachings, most neo-Nazis and many Christian Identity members choose to home school their children or send their children to private schools. 6 Therefore, ceteris paribus, as the quality of pub-lic schools increases, the likelihood that these biased views are maintained declines. Government programs, such as welfare, may enhance the net bene…t of joining an active hate group. Hate group membership often requires certain prohibitions and costly signals, such as tattoos, piercings, and the like, that reduce labor market opportunities. Fewer labor market options manifest themselves through lower wages and possibly through reduced access to non-government assistance. Government supplied goods and services may serve to sustain active hate groups by reducing the net negative impact membership may have on labor market opportunities. For instance, government medical assistance may serve to o¤set the negative e¤ect a costly signal may have on a member's access to employers that provide health insurance.
GENERAL FACTS ABOUT HATE GROUPS
The Southern Poverty Law Center tracks hate groups by "using hate group publications and websites, citizen and law enforcement reports, …eld sources and news reports" [Southern Poverty Law Center]. Initiated in 1981, 1997 marks the …rst year the SPLC attempted to gather data for all known active hate group chapters by city. 7 Although the SPLC now tracks many types of organizations only the Ku Klux Klan, neo-Nazi, Racist Skinhead, and Christian Identity groups are available for every year from 1997 to 2007. 8 Hate groups are by no means identical. Each organization, as shown in Table 1 , has di¤erent levels of prohibitions and goals. Racist Skinhead and neo-Nazi members, unlike Ku Klux Klan and Christian Identity members, often display tattoos or wear distinctive clothing to signal membership. Figure 3 depicts the change in the number of active Ku Klux Klan, neoNazi, Racist Skinheads, and Christian Identity chapters present in 2007 compared to those active in 1997. Forty-one states are home to counties that experienced either an increase or decrease in the number of active hate group chapters. This suggests that, while history may be important, other more recent factors may also play a role in hate group activity. Ocean, New Jersey and Harris, Texas experienced the largest increase in the number of active hate groups with an increase of …ve. Four other counties: Dallas, Texas; Maricopa, Arizona; Davidson, Tennessee; and Forrest, Mississippi each witnessed an increase of three hate group chapters. According to the SPLC data, the two counties that had the greatest reduction in the number of active hate groups, San Diego County, California and Los Angeles County, California were home to four fewer hate groups in 2007 relative to the initial year of collection in 1997.
Over the ten years observed, 8.3 percent of the county-year observations report the presence of at least one active Ku Klux Klan, neo-Nazi, Racist Skinhead, or Christian Identity chapter, while 99 percent of counties reported no active hate group for at least one year. Counties reporting no active hate group for at least one year did so about 92 percent of the time. Counties reporting an active hate group for at least one year, were home to an active hate group about 33 percent of the time.
Looking at the individual hate group types, 3.8 percent of the county-year observations report the presence of at least one active Ku Klux Klan chapter. Counties reporting an active KKK chapter for at least one year, were home to an active KKK chapter about 26 percent of the time. Neo-Nazi chapters look similar to KKK chapters with 4.1 percent of county-year observations reporting the presence of a neo-Nazi chapter. Only about 2 percent of counties were home to a neo-Nazi organization over the ten year period. Because Racist Skinheads are much more transient than most other type of hate groups, counties that were home to a Racist Skinhead chapter reported an active chapter only 15 percent of the time. Christian Identity Churches were present in 3.5 percent of the counties. Christian Identity Churches were the least likely to disband. Counties that were home to a Christian Identity Church for at least one year, were home to an active church thirty-four percent of time.
ESTIMATION METHOD
While anecdotal evidence suggests that the number of chapters is positively correlated with the number of members, the SPLC does not report the number of members per chapter. 10 Therefore, changes in the number of chapters may be a poor measure of the level of activity. The formation of additional active hate group chapters from one year to the next may simply be a result of the splintering of one large group; the reduction in the number of groups may be the result of a merger. Following Je¤erson and Pryor [1999] , this analysis will focus on whether a county is home to any active hate group chapter and not the total number of active hate group chapters. In addition, because the SPLC uses "group publications and websites, citizen and law enforcement reports, …eld sources and news reports," it is possible that a county is home to a hate group even though it is not reported as present for that calendar year. Therefore, using year to year variation may result in false negatives. 11 Furthermore, changes in government policy take time to a¤ect individuals choices and behavior so that annual estimations using one year lags may not capture the medium run e¤ects of changes in government policy on hate group activity.
To address these issues, I …rst construct a dichotomous variable: (1) where y i;t equals one if an active hate group chapter is present in county i at time t and zero if no active hate group chapter is reported. I then estimate the e¤ects of economic and social stability, demographics, and county government taxation and expenditures on the probability any hate group chapter is active in a county using the following equation:
where y i;t is the presence of an active hate group, x i;t lag is the vector of explanatory variables for county i in time period t lag, and is the vector of parameters to be estimated. The time-invariant, county-speci…c e¤ects represented by i control for omitted variables that di¤er between counties but are constant over time and " i;t is assumed to be logistically distributed and independent of (x i;t lag ; i ). 12 The year dummies, t , control for omitted changes over time that a¤ect all counties similarly. This …xed e¤ects, or conditional, logistic estimation methodology relies on within county variation to estimate if a change in local government policy is associated with a changes in hate group activity within that county.
Although this method reduces the variation in the measured magnitude of hate group activity, it focuses on whether any hate group was active and minimizes any errors associated with measuring the level of activity. To reduce the possibility of false negatives, the logistic estimation only looks at the presence of hate groups every …ve years. If a county is still home to an active hate group after …ve years, the likelihood of a false positive is unlikely. Conversely, if a county does not report an active hate group at either end of the …ve year interval, the probability that this results from a false negative is also quite small. 13 In addition, using …ve year intervals removes the possibility of …rst-order autocorrelation.
Local government agencies may have little control over long term economic stability, demographic changes, and those "circumstances due to history and particular condition." However, local government o¢ cials may be able to alter policies so as to reduce the net bene…t of starting or joining such an organization. Behavioral responses to government policy often take time to …lter through the economy. Individuals must …rst realize and understand the policy change. Then, they must respond to the new government policies. I lag government policy variables by ten years so that the estimation is more likely to capture any medium run e¤ects these policies may have on hate group activity. 
Because the estimator considers counties where y i;2002 +y i;2007 = 1, this method only considers counties that switch from being home to an active hate group to not or vice versa. 15 As stated by Honore [2002] , "[i]t is intuitively appealing that the individuals who do not switch, are not used to estimate , those [counties] can be rationalized either by extremely large or by extremely small values of i ." Counties that are always home to an active hate group, and thus report all ones, or are never home to an active hate group, and thus report all zeros for 2002 and 2007 are unused by this estimator.
Fixed e¤ects estimation relies on within county variation, or stated less generally, counties that realize a change in hate group activity. Table 2 displays the county-level summary statistics for each explanatory variable. To account for local levels of economic and social stability, the x i;t lag vector includes the crime index, real median household income, the unemployment rate, and the poverty rate at the county level. Because levels and changes in demographic heterogeneity are often associated with increases in social tensions, I include sex and age measures, the percentage of blacks and Hispanics, and the population density. Each of these stability and demographic measures are lagged two years. Finally to determine the e¤ects of local government policies, I include the real per capita property taxes and expenditures on education, library, welfare, hospital services, health care, highway, transportation, police, …re, corrections, housing and development, and utilities. 16 Because state and local government policy changes often take time to …lter throughout the locality, each measure of local property taxes and expenditures is lagged ten years.
ESTIMATION RESULTS
The results of the Hausman test supporting the use of …xed e¤ects is reported in Table 3 . The Hausman test reveals that the random e¤ects estimator, although more e¢ cient, violates one or more assumptions and returns estimators signi…cantly di¤erent from the …xed e¤ects estimation. Therefore the results of the …xed e¤ects logistic estimation are reported in Table 4 . The results report standard errors clustered by county in order to account for non-random errors within each panel [Rogers, 1993; Williams, 2000; and Wooldridge, 2002] . <<Table 3 here>> <<Table 4 here>> Controlling for unobserved heterogeneity across counties results in an imprecisely estimated e¤ect of a change in per capita property taxes. This result di¤ers from the negative cross-sectional relationship found by Je¤erson and Pryor [1999] . Although higher property taxes are associated with less hate group activity in the cross-section, an increase in property taxes is not associated with any change in hate group activity within a county.
Reinforcing Green, Glaser, and Rich [1998], the results show no relationship between the unemployment rate and median income and the presence of an active hate group. However, economic welfare, as measured by the poverty rate, suggests a slightly di¤erent story. A one percentage point increase in the poverty rate, or an increase of about one …fth of a standard deviation, is associated with a 17.5 percent increase in the probability that an active hate group is present. 17 Those households falling below the poverty line are likely to seek out reasons for their welfare loss. Looking for a scapegoat, individuals may be attracted to organizations that are more extreme, including hate groups. These results di¤er from the individual level analysis of Hezbollah and Israeli Jews by Kreuger and Maleckova [2002] . They …nd a positive relationship between living above the poverty line or exposure to secondary education and participation in Hezbollah. In addition, they show that Israeli Jews who attack Palestinians are "overwhelmingly from high-paying occupations." The di¤erence may lie in the level of estimation. It may also point to a di¤erence between domestic hate groups and international organizations such as Hezbollah. Hate groups in the United States may have fewer resources with which to carry out their plans. More research is needed to determine di¤erences between these domestic and international organizations.
Attempting to reduce the impact of poverty through welfare payments does not, however, appear to be associated with a reduction in hate group activity. In fact, the reverse is true. A one standard deviation increase in per capita welfare spending, just over 126 dollars, is associated with a 50.5 percent increase in the likelihood that an active hate group is present. By granting a greater amount of welfare payments, policymakers may reduce the net costs of signaling membership. Moreover, for groups that are more mobile, like Racist Skinheads and neo-Nazis, these higher welfare bene…ts may actually attract these individuals to local communities that provide greater welfare bene…ts. Unfortunately, policymakers searching for ways to help those in need, while at the same time seeking ways to reduce hate group activity, may need to look for other ways to improve the lives of those at or below the poverty line.
Transportation expenditures also appear correlated with reductions in hate group activity. A one dollar per capita increase in transportation expenditures is associated with a 0.7 percent reduction in the probability that a hate group is present. Though further research is needed, one possibility is that funding public transportation may provide a public good that lowers the cost of daily commutes from areas with few job opportunities to areas with greater job opportunity. Greater provision of public transportation may reduce the costs of searching for a job and switching jobs. Other measures of government policy included do not appear to be associated with hate group activity.
Although race is not associated with hate group activity, the percent of a county that is female between the ages of 5 and 14 is positively correlated with the likelihood that a hate group is present. A one percentage point increase in the portion of a county's female population between 5 and 14 is almost 4 times more likely to be home to an active hate group. While an increase in males age 5 to 14 reduces the probability an active hate group is present.
CONCLUSION
Although economic and sociological explanations may be less important than history or particular condition, government o¢ cials may be able to craft policies that reduce hate group activity. Local and state policymakers looking for a …scal tool to reduce the presence of active hate groups may wish to look toward polices that target poverty and transportation. Unfortunately, the results suggest that enhanced welfare payments that lower the burden of those below the poverty line may exacerbate the problem of hate group activity. Welfare payments may serve to reduce the net loss in labor income associated with hate group membership. However, it may also be the case that poverty and welfare payments capture some other omitted factor not controlled for in the logistic estimation. These results di¤er from those found by Kreuger and Maleckova [2002] and may speak to subtle di¤erences between domestic hate groups and international organizations.
There may be other avenues for policymakers seeking to reduce the incentives to create and join hate groups. Various policies, such as hate crime legislation and enforcement, that focus directly on hate group activities may further reduce their presence. Further research is needed in this area if we are to reduce or eliminate the desire of individuals to express their frustrations through organizations that are built on extreme ideological grounds. 2 For a discussion of historical literature and a fresh look at old analyses, see Green, Glaser, and Rich [1998] . 3 For a detailed survey on the sociology of social interactions see Weber [1978] . 4 So instead of using the word cigar they will say "bigar." 5 Hoxby [1998] shows that as per pupil school spending decreases, drop out rates increase. Accounting for both the possible endogeneity of private enrollment and public expenditures -switching endogeneity -as well as possible Tiebout sorting, Goldhaber [1999] …nds that increases in public school expenditure per pupil signi…cantly reduces private school enrollment. 6 In 1999, before the Aryan Nations lost their Idaho compound, Salon writer and associate editor, Amy Benfer, discussed her daughter's public schooling experience with one of the Neo-Nazi women: "They taught her that the Indians saved the Pilgrims' lives," Christian [a neo-Nazi mother] says. Then came Black History Month, when the children learned about Martin Luther King Jr. Says Christian: "My daughter is not black. My daughter has no need to know about a black activist." 7 Although the SPLC reports hate group location by city or town, the analysis is performed at the county level for both theoretical and empirical reasons: First, many hate groups chapters hold rallies and recruitment meetings outside their home towns in locations nearby and thus have members from the surrounding towns and townships. Second, because many of these towns are not in Metropolitan Statistical Areas, county level data represents the least aggregated measures of crime, schooling, unemployment, and the like that are available. 8 In 2000 the Southern Poverty Law Center began monitoring Neo-Confederate organizations. This study does not include those organizations because of their initial omission by the Southern Poverty Law Center, nor does it include Black Separatists. 9 Not all active hate groups can be assigned to a single county. For instance the SPLC reports an active chapter of the Knights of the White Kamellia (KKK) present in NC, but does not list a city. When no city is reported, the hate group is not included in the analysis. The portion of active groups not included ranges from 1.2 percent in 1998 to 12.8 percent in 2007. 10 For two discussions on the correlation between number of active chapters and membership see: Intelligence Report [2000] and The Stephen Roth Institute [2004] . 11 An anonymous referee is responsible for this helpful point. 12 Assuming that hate groups did not alter their voting behavior over this time period, using …xed e¤ects partially addresses any worry that that hate groups "may vote for policies that reduce the local government provision of services [Glaeser 2005 ]." 13 Given the SPLC's data collection method, a county reporting no active hate groups may still be home to a hate group. It is possible that the hate group chapters simply did not draw attention to themselves for that calendar year. In order to determine the e¤ects of this possibility, I construct alternative measures that assumed a county was hate group free only if that county witnessed no hate group activity over multiple years. If an active hate group is present during any one of these years, I assume that the hate group was simply silent during the others and continued to be present over the entire time period.
Using this methodology, I construct three alternative dependent variables: one that assumes a hate group must be silent for two years before I consider it disbanded; one for three years; and one for four years. Repeating the estimation in Table 4 using these three alternative dependent variable measures reveals qualitative and quantitative similar results. Results are available from the author upon request.
14 Lagging the taxes and expenditures by ten years follows Je¤erson and Pryor's [1999] methodology. 15 Because 1997 was the …rst year the SPLC attempted to collect data on all known hate groups, the SPLC's methodology may still have been in its infancy. The SPLC may have found fewer groups in 1997 simply because they were learning how to locate these various types of organizations. Therefore, comparing the growth from 1997 to any following year may simply be due to improved methodology and not an actual increase in the number of existing groups. To avoid this possibility, I chose to analyze hate group activity a) a few years after their initial collection of 1997 so that much of the initial learning process had occurred and b) for years when the Census of Governments, reported every …ve years on the 2s and 7s, is available.
16 Though measured at the county level, the expenditures reported include those by sub-county, county, sub-state, and some state-wide agencies. "Most local governments [or sub-state agencies] in the United States operate entirely within a single county area, but there are some units whose territory extends into two or more county areas. Each of these inter-county governments is counted only once in this report and has been assigned for the purposes of enumeration to the county area where its headquarters is located, or in the case of municipal governments, to the county area having the largest share of its population" [Compendium of Government Finances, 1997].
Local expenditures measured at the county level are also a function of intergovernmental transfers of revenue both to and from federal and state governments. Those programs which are directly administered by the state are not included in the county-level data. Programs which are funded by the state and federal government but are administered by sub-state agencies are included in the measure of county level expenditures. 17 Though the marginal e¤ects would reveal additional information, they are not available for the …xed e¤ect model because individual e¤ects, which are needed to calculate the marginal e¤ect, are not consistently estimated with …xed e¤ects logit [Wooldridge, 2002] .
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